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New Dc^FT ~ti****rf\lJ]g/T)ece m))C r, 1949 
ORDINANCE No. XXXIIT of 1949 

AN 

ORDINANCE 

further to amend the Indian Income-tax Act, 1922, the Indian Finance Aot, 
1942, the Excess Profits Tax Ordinance, 1948, the Indian Finance Act, 
1946, the Business Profits Tax Act, 1947, and the Taxation on Income 
(Investigation Commission ) Act, 1947. 

Whereas a Bill containing provisions further to amend the Indian Income- 
tax Act, 1922 (Xt of 1922), the Indue Finance Act, 1942 (XII of 1942), the 
Excess Profits Tax Ordinance, 1948 (XVI of 1943), the Indian Finance Act, 
1946 ^VTI of 1946), the Business Profits Tax Act, 1947 (XXI of 1947), and tht 
Taxation on Income (Investigation Commission) Act, 1947 (XXX of 1947), 
has been introduced in the Dominion Legislature but not yet been passed; 

And whereas an emergency has arisen which makes it necessary further 
to amend the aforesaid Aots foi the purposes hereinafter appearing; 

Now, therefore, in exercise of the powers conferred by section 42 of the 
Government of India Act, 1985 (26 Geo. f>, c. 2), the Governor-General in 
pleased to make and promulgate the following Ordinanoo: — 

CHAPTER 1 

Preliminary 

V. Shqrt tltia-^xt^lW commencement and duration. — (1) This Ordinance 
iwy I*e ca Laws Amendment (Second) Ordinance, 1940. 

)(2) deemed to have come into force" on the 0 1 si duv 

I ’MrtrcB, W; Sam tl|S-cinaining provisions of this Ordinance' shall, unless 
other wisortxJjressW'piilK^ed herein, come into force at once, and this Ordi- 
nance sh n H ^cciiaa) jjpikave effect as soon as an Act entitled the Taxation Laws 
(Exten States and Amendment) Act, 1949, shall, have com* 
into force, 


[ 2653 T 
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( HTAPTER Jl 

Amundmenl' oi i im Indian Inoomf tax Act, 1922 

2. Amendment of section SA, Act XI of 1922. — In sub section (I) of 
section 5A of the Indian Income-tax Act, 1922 (heieinaftei m this Chapter 
referral to as the Income-tax Act), foi the words "not mote thin ten pumas" 
the words "iv many | c l sons ns it flunks ht ’ shall bo substituted 

3. Amendment of section 10, Act XI of 1922.— In sec tion 10 of the 
Income-tax Act, — 

( 1 ) m sub-section (9), — 

(i) ultei clmisc (i i), the following clause shall he inserted, 
namely — 

“(via) m lespcct of depreciation of buildings nowlv oroctcd, 
or of irachnciy or plant being nnwlv installed, uftei f h -> 31st day 
of Match, 1948, u further sum (which shall be deductible m 
determining the vnttou down value) eqmd to the amount 
admissible undoi clause (vi) (exclusive of the extra, allowance for 
double oi multi) h shift working of the machinery oi plant and 
(he mill'll depict mtion allowance admissible under (hat clause 
[oi the fust year ol erection of the building oi the installation ot 
(he machine! y ui plant) m the ttssessineut foi the \eni com 
morning with (he 1st day of April, 1949 

Prowled Unit this clause shall not apply m i aspoct of 
any budding lrachmeiy or plant which prior to tho 1st day of 
April, 1948, had at any time been used for the purposes oi busi- 
ness an l had attei lire Raid date been traiibteired dnectly oi in 
diioetl/ fiom one nusiriebs to another," 

(u) m tin btccud pioviso to iDiise (i hi) ten the words ‘‘is sold” 
the words "is sold, whether during the continuance of the business or 
after the cessatio i (hereof," ahull be substituted; 

(2) lo clause (a) of Hiib-soction (5) the following piovibo shall be 
added, namely — * 

"Provided th it where, before the date of acquisition by the 
nsRecsoe, the assess weie at any time used by uny othei person tor 
the purposes of hib business and the Income-tax Offieci is satisfied 
+hat tho main purpose <> f the transfer of such assets, directly ot 
indireclly to the aRses a ee was the reduction of a liability to 
income tax (bv claiming depreciation with lefeience to nn enhanced 
cost) the actual cost It (he asbossco shall ho snob an amount ns the 
Income tax Officer mnv, wilh the previous approval of tho Inspect 
ing Assistant ('cinmissionei. deteinnnc having regard to all the 
, oiicmnstancpB ot the case 

4. Amendment of section 15B, Act XI of 1922. — To sub-scelion (2) ot 
seotion 15D of the Tnc nno tax Ac ( , (he following i>roviso shall lie added 
namely — 


“Provided lint wbeio am wnn paid during the previous rear ns 
donation to the lunl known the Gandhi National Memoii d Tund 
is in excoss of the linn Is specified in tins section the exemption 
grunted undpr this '-cation slipll apply to the whole ot (hat sum ” 



T HE GAZETTE OE 1 N U 1 A E ATItAOHDINAUY, DEO. 10, 1949 2685 


5. Insertion ol new °ecllon I5Q In Act XI oi 1922.— After section IBB ol the 

Incomo-tov Ait the billowing station shall be iubcrtod, namely, — 

“15( Exemption ftom tax of notvlij cstablidied industrial undertak- 
ings. — (1) Rave nj otherwise hereinafter provided, the tax shall not be pay- 
able by an as-iessee on no much of the profits or gains derived from any 
industrial undertaking i o which (his section applies as do not exceed six 
per coni, poi annum on the capital employed in the undertaking, computed 
in accordance with such rules as may be made in thjs bohalf by l(lie Central 
Board of llevunue. 

(2) This section applie> to .my industrial undertaking which— 

( t ) is not forme I by tho splitting up or the reconstruction of business 
already in existence or by the transfer to a new business of building, 
machinery or plant used in a business which was being carried on before 
the 1st day of April, 1948; 

(»') has begun or bey ins lo manufacture or produce articles ill any 
Province of India at any time after tho Itlst day of March, 1948; 

(hi) employs more than fiity porsons; and 

(iv) involves the ubo ot electrical enorgy or any other form of energy 
which is mec-liauicalLv transmitted and is not diiectly generated by human 
agency ■ 

Provided tlial (he Ccntinl Government may, by notification in tho 
official Gazette, deed that the exemption confeired by this section shall 
not apply to any particular industrial undertaking. 

(d) The profits or gains of m industrial undertaking (o which this 
section applies shall he computed itr accordance with the provisions of 
section 10. 

(4) The (ax shall not lie payable by a shareholder in respect of so 
much of any dividend paid oi doomed to he paid to liim by an industrial 
undertaking as is ui liihutablc to that part of the profits or gains on which 
the (ax is not payable under this section. 

(.1) Kothing in this section shall affect tho application of section 28A 
in relation to the piolits or gains of an industrial undertaking to which 
Ibis section applies, atal for the purposes of that section, the expression 
‘assessable income’ shall be deemed to iuclude the profits or gains in 
inspect of which (he tax is not payable under this section. 

(C) The provisions of (his section shall apply to the assessments for 
the vears commencing on (lie 1st day of April, 1949.” 

0. Amendment of section 10, Act XI of 1922. — Tu clause ( a ) of sub-section 
(1) of section IB of the Ii iconic- tax Act, for lire words, figures and letter 
‘ section 15 and section lob! (he words, figures and letters “section 15, sec- 
tion 15H and section 150” shall be substituted. 

7, Amendment of seel on 17, Act XI of 1922.— Tn sub-section (3) of section 
17 ol the Income-lav Act, after tiro words, figures and letter “or under section 
15B” the woids, figmes md lettei “or under section ICC” shall be inserted. 

8 Amendment of section 18A, Act XI of 1922. — In section 18A of the 
Income-tax Act, — 
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(i) in bub-seotion (5), nil or the words “from the dale of payment'’, 
the following shall be insetted, namely: — 

“to the date of the provisional assessment made under sivlion 28B, 
or if no such assessment has been made,’’: 

(ii) in sub-section (6), ii- the first proviso, after the word ‘Provided’’ 
the word “also’’ shall be inserted, and before the provibo as bo amended, 
tbe following proviso shall be inserted, namely: — 

“Provided that where a provisional assessment is made under 
section 23B, interest shall be calculated in accordance with the fore- 
going provision up to the date on which the tax as provisionally aasobbed 
is paid, and thereafter interest filial I be calculated at the rate aforesaid 
on tlic amount bj which the tux us so assessed (in so (ar as it relates to 
income to which the provisions of section 18 do not apply) falls short 
of the said eighty pel cent.'' 

9. Ineertlon of new section 23B in Act XI of 1922 After section 23A of 

the Income-tax Act, the following section shall be inserted, namely:- — 

“28B. I’ower to trial" ptovixional assessment in advance of regular 
assessment. — (I) The Im-ome-tax Officer may, at any time after" the 
receipt of a return made under section 22, proceed to make in a sum- 
mary manner, a pio visional ft«-essmeut of the tax payable by the nssossec, 
on the basis of his return and the accounts and documents, if unv, 
accompanying it, after giving due effect to (i) the allowance i jferred to 
m paragraph (h) ot file pioviso to chaise (vt) of sub-section (8) of section 
10, and (ii) any loss cnnied iorwaid undei sub-sei tiou (?) of section 21. 

(3) A partner < 1 a firm may be provisionally assessed under sub-seen, n 
(I) in respect of liis share in the firm’s income, profits and guins, 
if its return lias been received, although the return of the partner himself 
may not have been received 

(3) A film may he piovisiotmlly assessed under sub-sectiou J) as if 
it were an unregistered Sun, unless the firm fulfils such conditions as the 
Central Government may, hv notification in the official Gazette, specify 
in that behalf. 

(4) There shall he no light ol appeal agaiusl a provisional assessment 
made under snb- B odion (7). 

(5) For the avoidance of doubt, it is lieieby declined that the provi- 
sions of section 45 (except the liist pioviso) and section 46 apply in 
relation to any tax pavable in pursuance of a provisional assessment 
made under sub-section (7) as if it wore a regular nmeihsmori made under 
section 28. 

(6) Income-tax paid or deemed to have been paid under beetion 18 
or section 18A in lespeet of any income provisionally assessed under sub- 
section ( 1 ), shall ho deemed to have been paid towards the provisional 
assessment. 

(7) After a regular assessment has been made under sOotion 28, ally 
amount paid or deemed to have been paid towards a provisional assess- 
ment made under sub-section (1), shall bo deemed to have been paid 
towards the regular assessment; and where the amount paid or doomed 
to havo been paid towards the provisional assessment, exceeds the 
nmount payable under the lcguhir assessment, the excess shall ho refunded 
to the assessee. 
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( t S) Nothing dono or suffeied by reason or in consequence of any 
provisional assessment made under this section shall prejudice tl'e detei- 
mination on the merits, of any issue which may arise in the course ot the 
regular assessment under section 23.’ 

10. Amendment of section 64, Act XI Of 1922.— In sub-section (3) of section 
54 of the Income-tax Act,— 

(i) in clause (cl) aitci t lit word “suit -1 the words "‘or proceeding" shall 
be inserted ; 

(ii) in clause (j) the words “on agricultural income” shall be omitted. 

11. Amendment of section 64, Act XI of 1922.— In clause, (b) of sub -section 
(5) of tootiou 01, the words “by him” shall be omitted and shall be deemed 
never to have been inserted. 


CHAPTER, HI 

Amendment of 'run Indian Finance Act, 1942 

12. Amendment of flection 10, Act XII of 1942. — To sub-soetion (7) of 
section 10 of the Indian Finance Act, 1942, after tho fourth proviso, the follow- 
ing further pioviso shall lie added, namely: — 

“Provided further that it it is subsequently found that tho sum repaid 
in accordance with tho provisions of this sub-seotion was in excess of tho 
bum so repayable, the sum repaid in excess may bo rocovered in the sumo 
manner ns excess profits tn> may be recovered under the Excess Profits 
Tax Act, 1940 (XV of 10-10), and notwithstanding anything contained in 
sub-section ( 7 ) ot section 40 of tho Indian Income-tax Act, 1922 (XI of 
1922), as made iq plica bio bj section 21 ol the Excess Proiits Tax Act, 
1910, such recovery may be made at any time.” 

CHAPTER IV 

Amendment of the Excess Profits Tax Ordinance, I94!J 

13. Amendment of section 2, Ordinance XVI of 1943. — For sub-section 
(3) of section 2 ot the Excess Profits Tax Ordinance, 1943, tho following sub- 
section shall be substituted, namely: — 

“(3) Any further sum, huch as is- rofcired to hi sub-section (1), 
deposited iu accordance with the piovisioiib ol that sub-section, whether 
bofoie or after the commencement of the Taxation Law’s Amendment 
Ordinance, 1949, shall not be repaid by the Central Government unless 
five years have expired from the date on which the deposit was made: 

Provided that tho Central Government may repay any such deposit 
before the expiry of the period specified liciciu if it is satisfied that such 
repayment is in the public interest.” 


chapter V 

Amendment of tiie Indian Finance Act, 1946 

14. Amendment of section 11, Act VII of 1946— To sub-section (12) of 
section 11 of the Indian Finunco Act, 1940, the following proviso shall be added, 
iiainoly : — 
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“Provided that where, subsequent to any repayment made under the 
provisions ot section 10 of the Indian Eimmoe Aet, 1042 (VII oE 1942) or 
section 2 of the Excess Profits Tax Ordinance, 1018 (XVI ot 1043), a reduc- 
tion in the excess profits fax is effected whether by relief given in 
respect of a deficiency ol profits, or by relief given in respect of a double 
excess profits tax, or by an order passed m any appeal, or otherwise, the 
sum to be refunded to the nssesxee on account ot buch reduction shall 
be decreased by such jiropoition theieof as the amount alieady repaid bore 
to the excess profits tax bofore the reduction as aforesaid.” 

CHAPTER VJ 

Amendment of the Business Profits Tax Aot, 1947 

15. Amendment of section 4, Act XXI of 1947. — In section 4 of the Busi- 
ness Profits Tax Act, 1047 (hereinafter in this Chapter referred to as the 
Business Profits Tax Act), after the first proviso, the following further jro. 
viso shall bo inserted, namely; — 

“Provided further that where the profits include any profits from an 
industrial undertaking which are exempt from inoome-tax under section 
150 of the Indian Income-tax Act, 1022 (XI of 1922), the business piofits 
tax otherwise payable on the whole ot the taxable profits shall be reduced 
by an amount which bears to that business profits tax the same proportion 
as the amount of such inclusion bears to the whole profits,” 

16. Amendment of Schedule II, Act XXI of 1947.— (I) To rule 2 of 
Schedule H to the Business Profits Tux Acd, the following Explanation shall 
be added, namely: — 

"Explanation. — A reserve or paid-up share capital brought into 
existence by creating or increasing (by re-valuation or otherwise) any book 
asset ih not capital for the purposes of ascertaining the abatement under 
this Aot iu respect of any chargeable accounting period.” 

(2) 'The amendment made by Rub-section (7) shall be deemed to have had 
effect from the date on which the Business Profits Tax Act came into force. 

CHAPTER VJi 

Amendment of the Taxation on Income (Investigation Commission) Aot, 1947 

17. Amendment of section 3, Act XXX of 1947, — Eor clause (5) of section 
3 of the Taxation on Income (Investigation Commission) Act, 1047 (herein- 
efter in this Chapter referred to as the Investigation Commission Act), the 
following clause shall be substituted, namely;- — 

‘‘(b) (o investigate in accordance with the provisions of this Act 
any case or points m a case referred to in under section 5 and make a 
report thereon (including such interim reports as the Commission may 
think fit) to the Centrul Government in respect of all or any of the 
assessments made in relation to the case before the date of its report 
or interim report, ns the case may bo;” 

18. Amendment of section 6, Act XXX of 1947.— In section fi of the In- 
vestigation Commission Act, — 

(i) for sub-section (I), the following sub-section shall be substituted, 

namely : — 
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"(7) Tim Commission Hlmll have power lo reqmrt my prison or 
blinking oi olhci lump, my to pupum and luinish on oi before u 
specified milieu slalonienls of >i<-t on i its and nfl’nirs venhod 

in Midi mariner as mm be pi esri ibed by the Commission and, rf so 
requned by the Commission, also duly verified 1>\ a qualified auddor, 
giving information on suet) points or mailers as in lire opinion of the 
Commission may, direetl^ or induoelly, by useful for, or relevant to, 
any ease referred (o if and anv person or hanking or other company 
so requhed shall he hound notv ilhslanding any law to ihe contrary, 
fo comply will) such requiiemonl ”, 

(it) after sub-section (2), the following sub-section shall be inserted, 
namely: — 

“(2A) For the purpose of any investigation, the Commission 
may impound and retain in its custody, for such period as it thinks 
fit, any document produced before ii.”; 

(hi) in sub-section (4), for the brackets, figures and word “ (7) and 
(2)”, ihe brackets, figuies, word and letler “(2), (2) and (2*4)” Rhall 
be substituted; 

(h) for sub-section (7), ihe following sub-section shall he substituted, 
namely: — 

”(?) "Where in the opinion of the Commission any person or 
hanking or other company is likely to be in possession of any informa- 
tion or document, which may, directly or indirectly, he useful for, 
or relevant to, an\ ease inferred to it oi any ease likely to he reported 
by the Commission to (hi 1 Central (Jovemmant under the provisions 
of sub-seetion (4) of sei lion 5, Ihe Commission, arid, subject to Ihe 
direction of ihe Commission, any authorised official, may innke en- 
quiries in such mannei as it or lie may deem fil and obtain from such 
person or hanking or other company slatemenls, on oath or other- 
wise, on such poinls or matters as may be specified; and for the 
purpose of any such enquiry, the Commission and the authorised 
official shall have all the poweis conferred on them by sub-sections 
(7), (2), (2/1), (.9) and (4) ”, 

(v) for sub-section (.9) the following sub-section shall bo substituted, 
namely: — 

“(9) Subject to any rules made in this behalf under this Act, 
nny authorised official shall have power — 

(?) to examine at all leasonablc times any books of account 
or other documents which in his opinion will be useful for or 
relevant to the pro codings in any case under this Act; 

(ii) if specially authorised in this behalf by the Commis- 
sion, to enter my building or place where he has reason to be- 
lieve I hat any such hooks of account or documents may be 
found : 

(hi) to seize nnv sueh books of account or documents or 
place marks of identification thereon and make extracts or copies 
therefrom ; 

(iv) in the r nurse of any search under this section, to make 
a note or an inventory of anv other article or thing found in the 
course of such search which in his opinion may be useful for or 
relevant to the disposal of any case under this Act; 
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and the provisions of the Code of Criminal Procodmo, 1898 (Act V of 

1898), i eluting to searches, so far as can be made applicable, sli till 

npph U) '•t'.irchi'-, m ide liodi'i Hie iiutliouty of this section 

19. Insertion of new sections 8A and 6B in Act XXX of 1947.— After sec- 
tion 6 of tlio investigation Commission Act, the following seotious shall be in- 
serted, namely- — 

“6A. Power of Commission to tender immunity from prosecution, etc.— 
( /) At any stage of the investigation into n case referred to it under sec- 
tion 5, tbe Commission may, with a view to obtaining tbo evidence of 
any | erson appearing to have been, directly or indirectly, concert cd in or 
piivy to the evasion of payment of taxation on income in such case and 
after recording its reasons foi so doing, tender to such person immunity 
from prosecution tor my offence under the Indian Income-tax Act, 1922 
(XI of 1922), the Indian Penal Code (Act XLV of 1860) or any other law 
for the time being in force, and also from the imposition of any penalty 
under the Indian Income-tax Act, 1922, on condition of his mailing a full 
and true disclosure of the whole of the circumstances relative to the eva- 
sion of payment of taxation on income and to every other person concerned, 
whether as principal, agent or abettor, in such evasion. 

(9) Nothing contained in sub-section (1) shall render any person 
immune from liability to taxation on so much of Mb income as may be 
found to have been concealed or to have escaped taxation. 

(3) Every person accepting a tender of immunity under this section 
shall be examined as a witness before the Commission. 

0T1 TT ithdrawal of tendci of immunity in certain cases — (1) If at any 
lime after the tender of immunity under section 6A it appears to the Com- 
mission that any person who has accepted such tender has, either by wilful- 
ly concealing anything essential or by giving false evidence, not complied 
v ; J ,h Hie condition on which the tendci >vas made, the Commission may 
record a- finding to that effect, and thereupon the immunity shall be deemed 
to be withdrawn, and any such person may be tried for the offence in res- 
pect of which the tender of immunity was made or for any other offeuco 
of which he appears to have been guilty in connection with the samo matter 
and shall also become liable to the imposition of any penalty under the 
Indian Income-tax Act, 1922 (XI of 1922), to -which he would otherwise 
have been liable. 

(9) If no such finding as is referred to in sub-section ( 1 ) is recorded 
by the Commission, the person to whom a tender of immunity has been 
mado ,and has been accepted by him shall not be liable to prosecution for 
any offence in respect of which the tender of immunity was made or to 
the imposition of any penalty under the Indian Income-tax Act, 1922, to 
the extent covered by such immunity.” 

20. Insertion of new section 8A In Act XXX of 1947. — After section 8 of the 
Investigation Commission Act, the following section shall be inserted, namely: — 

“8A Settlement o/ cases under investigation. — (J) Where any person 
concerned in any case roferred to or ponding before the Commission for 
investigation applies to the Commission at any time during such investi- 
gation to hav e the case or any part thereof settled in so far as it relates 
to him, the Commission shall, if it is of opinion that the tcirns of Ihe 
settlement contained in the application may bo approved, refer tho mat- 
ter to the Central Government, and if the Central Government accepts 
the terms of such settlement the Commission shall have the terms thereof 
recorded and thereupon the investigation, in so far as it relates to matters 
covered by such settlement, shall be deemed to be dosed. 
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(2) For the purpose o± eniorcing the terms of any settlement arrived 
at in pursuance oi sub-section (1), the Central Government may direct 
that such proceedings ns may be uppiopnute undci ttie Tndimi im omr-tus 
let, 1922 (XI ot 1922), the Excess Profits Tax Act, 1940 (XV ol J940) or 
any other law may bo taken against the person to whom the settlement re- 
lates, and, in particular, the provisions ot the second proviso to clause (a) 
of sub-section (5) of section 28, section 24B, the proviso to sub-section 
(2) ot section 2.)A, th e proviso to sub section (2) ot section 26 and sections 
44 and 46 of the Indian Income-tax Act, 1922, shall be applicable to the 
reoovery of any sum specified in such settlement by the Income-tax offi- 
cer having jurisdiction to assess the person by whom such sum is payable 
as if it were mcome-tax or an atreur of income-tax within the meaning of 
those provisions. 

(3) Subject to the provisions of sub-section (6) of section 8, any set- 
tlement arrived at under this section shall be conclusive as to the matte) s 
stated therein, and no person whose case haB been so settled shall be en- 
titled to reopen in any proceeding for the lecovery ot any sum under this 
section or in any subsequent assessment or reassessment proceeding relat- 
ing to taxation on income or in any other proceeding before any Court or 
other authority any matter which forms part of such settlement 

(4) Nothing contained in this section shall, unless otherwise expressly 
specified in the settlement, be a bar to the initiation of procee lings under 
section 84 of the Indian Income-tax Act, 1922,” 

( H AJ’TEIt ViU 
Miscellaneous 

21, Repeal and saving.— -(J) The Indian Income-tax (Amendment) Ordi- 
nance, 1948 (XXXVIII of 1948;, is hereby repealed. 

(2) Notwithstanding tho expiry of the Excess Profits Tax (Amendment) 
Ordnance, 1948 (AX\ ll ot 1948), an 1 the Taxation on Income (Investigation 
Commission) (Amendment) Ordinance, 1948 (XXXV of 1948), or the repeal by 
tins ordinance oi the Indian Income-tax (Amendment) Ordinance, 1948, any- 
thing done or any action taken m the exercise of any power conferred by any of 
the Ordinances lefeucd to m this section shall for all purpose* be deemed to 
have been done or taken in the exoieise ol tho powers confeired by this 
Ordinance as il this Oidnnmce had been in force on the day such thing was 
done or such action was taken. 

02. Validation of action taken under Ordinance XX of 1949. — Nbtkvitlistaud- 
ing the expiry of the Taxation Laws Amendment Ordinance, 1949 (TX of 1949), 
anything done or any action taken in tho exeti ise ot any power conferred by or 
under the said Ordinance shall be deemed to have been done or takon in the 
exercise of the powers confoutd by or tuilcr this Ordinance as if this Ordinance 
were in force on the day on which such thing was done or action was taken. 
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